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Abstract 
The crisis in the recent years has rapidly spread on all financial markets, continues to induce uncertainties in the global economy, 
which bring back a controversial topic, that of insufficient information in the financial statements with regard to the methods of 
evaluating assets and liabilities. The controversies that animate these debates concern the choice between the evaluation models 
at historical costs and at market values, each of them having its advantages and disadvantages addressed through the objectivity 
of the evaluation process and of opportunity and credibility of the accounting information, but also the concern of the bodies 
involved in the international accounting normalization. 
© 2014 The Authors. Published by Elsevier B.V. 
Selection and peer-review under responsibility of the Organizing Committee of ESPERA 2013. 
Keywords: evaluation, market value, historical cost, financial reporting, normalization, standardization; 
1. Introduction 
The changing demands made by the users of the information in the financial statements with regard to the fair 
view of the financial position, performance and modification of the financial position, have noted the need for an 
accounting evaluation system, which lead to the entity's evaluation from multiple perspectives. 
The subject of the accounting evaluation remains a rather controversial issue, due to the mutations occurring in 
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the use of traditional measurement bases generally focused on the translation of historical cost and market value 
evaluation especially for financial reporting. Lately, the expectations of the users of financial accounting 
information have increased, as they do not only want to know about the period from a financial point of view based 
on historical costs, providing information that are not correlated with market developments where there may be 
under/overvalued items, but they can extract, from the financial statements, information regarding the future of a 
company. At the same time, we must keep in mind that currently there are more opinions of those who appreciated 
the widespread use of market-based evaluations, including fair value as a major factor in the current financial crisis. 
2. The methodology of the scientific research 
Literature, supported by the academic community, discussed and modelled the issues regarding the accounting 
evaluation, thus contributing to the knowledge related in the plans of theoretical analysis and practice related to the 
definition of fair value, and the ways to obtain it, in the light of its relevance and credibility to the users of the 
financial accounting information in response to market pressures. Also, they talk about the gaps in the accounting 
systems and practices, both bringing arguments for fair value accounting and in favour of the traditional evaluation 
at historical cost and the opinions expressed which converge to the conclusion that both the fair value model, and the 
historical cost evaluation present flaws. 
This paper aims to analyze the use of the evaluation accounting model at fair value as opposed to historical cost 
evaluation, from the theoretical and regulatory perspective on the need for international accounting convergence, 
and the practice in accounting correlated to the market alterations of the periods of growth or recession, reiterating 
the importance of choosing an appropriate evaluation model so that the information provided by the users of 
financial statements to be relevant and reliable, and the risk is diminished. 
The research methodology is based on a selection of issues that relate to the subject treated from a  theoretical 
perspective but also from the perspective of practitioners in accounting. It was directed to a documentation, 
qualitative analysis and interpretation of the collected data, by studying especially the  bibliographic materials from 
the specialized literature and by participating at various debates, conferences, and experiences encountered in the 
practice of business tax and accounting. 
3. Trends of the informational value in the accounting assessment  
The economic and financial reality has shown that in the conditions of an active and effective market 
characterized by periods of economic growth and optimism, one of the main characteristics of the market is the 
liquidity. In contrast, in conditions of crisis, markets are forced, there is a significant decrease in transactions with 
real consequences on the demand and implicitly the certainty of the evaluation at market value. Thus, there is a 
pressure on the accounting information system to provide a more realistic estimate of the value of assets and 
liabilities to respond in the best way the user's information need. 
On a similar scenario there were also based the causes that contributed to the current financial crisis that affected 
the global economy. In this context, attention was directed toward evaluation with reference to the opportunity and 
viability of using fair value, the accounting practices being again brought into critical discussion in search of 
culprits. Such approaches are not new, as always, in times of financial crisis and post-crisis, there are many debates 
meant to identify the causes that generated them and, on the other hand, to identify short-term instruments and 
policies environmental for the mitigation of the crisis effects and possibly to avoid these causes in the future. It 
seems that these statements contain a lot of truth they expressed more qualified opinions that supported one of the 
most important causes of the crisis was the excessive speculation in the value of financial assets, especially shares. 
This created a real storm on the capital markets, the majority of shares and overvalued shares registering significant 
decreases in trading securities. We note in this regard some opinions about the causes of the financial and economic 
crisis which refer to evaluation: “in many respects, the current crisis has to do with evaluation'' (Noyer C., 2008), or 
a more nuanced one: “the source of problems is really one of evaluation, but not of accounting, but the evaluation of 
the mortgaged real estate properties when banks offered mortgage credits” (Matiş D., & Bonaci C., 2009).  
Lately, and especially in the last decade ended, the subject of choosing the model of the accounting evaluation has 
become a fairly controversial one, mainly due to the support of the transition from traditional evaluation at historical 
cost, the evaluation at market values, in order to inform users through the financial statements at future-oriented 
values, allowing substantiate or justify the investment decision or the investments already made, resulting in the use 
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of terms such as “accounting at market value” or “accounting at fair value”.The need of a fair value measurement 
for financial reporting appeared mainly from the investors seeking better management of their share capital, thereby 
targeting the orientation of managers to the concept of shareholder value which focuses on maximizing the value for 
shareholders at the expense of responsibility. In this context, the main concern of the managerial work will be to 
maximize shareholder value by maximizing profits, increasing the market value of shares, increasing business value 
and the size of  dividends.Translating these objectives in accounting requires the selection of some accounting 
policies outside the scope of the historical cost, considering that the value may be more useful than the price, and 
resorting to evaluation alternatives, usually with favorable implications for the value of the entity's assets especially 
of those listed. Moreover, this vision, frequently criticized, can be seen in the architecture of the current conceptual 
frameworks that show the investors' preferred information and the diversity of evaluation policies that can be used to 
substantiate the information directed to them. The concept of maximizing shareholder value has often been criticized 
by the supporters of the idea that the entity is “a coalition” of interests of the stakeholders who act within it, where 
investors must have equal rights with the suppliers, employees, customers, community, and so on. Such a coalition 
requires a general accountability of the managers who must seek not only to maximize the return on investment of 
capital but also the entity's common wealth maximization, approaching thus the concept of stakeholder value, which 
regards beyond the monetary value, including a moral value.  
The emergence of new value components entail challenges to identify some evaluation bases allowing a credible 
evaluation, thus extending the limits of the accounting evaluation models, so that the orientation of the information 
in the financial reporting aims both at addressing the investors' interests and the interests of other partners. Such a 
trend implies that the entity will no longer be judged solely according to the accounting profits defined in the 
context of the variations of the market values, but it should make the entity to be approached by the second vision: 
either as a financial asset for which they consider the question of maximizing the shareholder value, either as an 
entity defined in terms of social interest aimed at wealth creation for all partners, and participants in the entity. 
Hence, it follows that the accounting system and its objectives differ according to the two approaches. According to 
the first vision, the objective of the accounting system is first to inform investors and thus we can justify resorting to 
using the fair value measurement, while according to the second vision, the accounting system is a language in the 
service of the community of users to inform the whole economic entity and not only the investors, which requires 
that the elaborated accounting standards to follow a logical evaluation specific to the two objectives of the 
accounting system (Deaconu A., 2009). 
4.  The accounting evaluation, between conservatism and optimism 
Switching from a historical cost-based accounting to one based on market values has been discussed in the last 
decades, thus fair value being considered “a real shield”, “a revolution in accounting”, by which all the drawbacks 
of using other evaluation bases would be overcome, in particular the one based on historical cost which became to 
some of the supporters of fair value “a picture of the past” which does not offer solutions to the problem of price 
variations and that cannot be a credible basis according to which the users can make effective decisions. The latest 
events, culminating with the effects of the financial crisis, restarted the controversy about the advantages and 
disadvantages of fair value for financial reporting in particular, meant to inform the users. Therefore, to define the 
balance between credibility and relevance of the information provided by the financial statements, the accounting 
evaluation problem oscillates between the certainty of past costs promoted by the use of historical cost and the 
uncertainty of future value promoted by the fair value assimilated mainly with the market price, being considered 
that it provides greater objectivity and greater neutrality.   
The fundamental idea of fair value measurement is that the entity's assets and liabilities are presented in the 
balance sheet at values close to those existing on the market. In practice, fair value would materialize in: utility 
value or the value of future cash flows, market value, replacement value, net book value. In the light of international 
approaches there are still debates about the content of the concept of fair value, the methods of obtaining and its 
applications as it is a much broader concept than the market value. According to its content, the concept of fair value 
is assigned either the basic quality of evaluation, convention or accounting principle, or an application of the market 
value and not least an estimation and not a conclusion as with the market value, and an objective of the evaluation 
(Tournier J.C., 2000). 
According to other authors, the fair value is the price at which a good can be changed within a balanced 
transaction, or a generic term, a goal, as the true image is the overall accounting objective. It is not a basis for 
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evaluation included in the conceptual accounting and not a certain type of value. It is a purely accounting concept 
which the professional evaluators and the organizations that represent them  have tried to analyze and to master it, 
finding clear correspondence in practice (Deaconu A., 2009).The IASB conceptual accounting frameworks define 
several evaluation bases that may be used in preparing financial statements: historical cost, current cost, realizable 
value and present value without indicating a preference for one or other of these evaluation bases. 
The latest definition of fair value is given from the perspective of IASB, according to IFRS 13, “Fair value 
measurement” according to which: "Fair value is the price that would be received to sell an asset or to pay in order 
to transfer a liability from a common transaction between the market participants at the date of the evaluation .'' The 
studies and analysis with regard to the premises of the emergence of the financial crisis tend to claim that they were 
formed on the background of economic growth, the lack of regulation and supervision of financial markets, the lack 
of discipline of the financial institutions and rating agencies in providing information regarding the risks and the 
values of the assets, there was an excess of confidence which generated increased transaction price and a sense that 
the old economic laws are obsolete, offering some of the actors on the market the opportunity to develop optimistic 
scenarios by speculating because of the lack of strict rules, including those of evaluation and reporting, to achieve 
certain goals. 
The discussions about the viability of the evaluation models, especially the historical cost model, and market 
values evaluation model, especially at fair value, bring pros and cons for both models. On one hand, in terms of 
historical cost, its defining features are discussed: verifiability and objectivity arising from the attestation to the 
accounting documents, and getting it as a consequence of the application of the accounting principles largely used in 
the western practice, namely monetary nominalism and caution, which gives some advantages: it is easily applied 
and verified, is determined objectively; it ensures comparability of business space, it i the most widely used 
evaluation basis. Historical cost accounting is the accounting system accepted without reserves by the accounting 
profession thanks to the merit of being objective, being based on transactions already made and being generally 
understood by users (Ristea M., 2003). On the other hand, the deficiencies consecrated to the historical are 
criticized, being considered that they are based on ancient principles generated by the needs of industrial enterprises, 
thus explaining the absence of recognition in the balance sheet structures of the derivatives, the irrelevance of the 
historical cost, with consequences on playback, fairly, of the active management of financial risks. Among the 
drawbacks of applying the historical cost evaluation model they mention: the undervaluation or overvaluation of 
some elements in the financial statements; the over-evaluation of the period results, it does not reflect the real value 
of the items in the balance sheet and the profit and loss account, it does not meet the current requirements of fidelity 
imposed by the financial statements because its use is not justified to evaluate all elements in the financial 
statements. 
In times of inflation, especially when price variations are very high, presenting the assets and the liabilities at 
historical costs, leads to distortions of the information presented in the financial statements: 
 in the balance sheet, there are under evaluations of the assets, understatement of the net situation; 
 in the profit or loss account, there is a distortion of the results due to the cost of stocks; undervaluation of the 
expenses regarding the depreciation as a result of the undervaluation of property; financial overstatement due to 
the gain on debt, over-evaluation of the result determined by the understated expenses and thus increase the tax 
on profits. 
The development of international capital markets and the informational needs of the investors  in the  countries 
with economies focused on capital markets and the need to improve the ways of processing information on novelties 
in the business plan, put into question the credibility and relevance of the information presented in the financial 
statements by historical cost accounting, favouring the emergence of the fair value model, although it coexisted with 
the historical cost, in various forms, in a mixed accounting system, being named “present value”.  
Among the main advantages of fair value we can mention (Deaconu A., 2009): 
 it allows obtaining more reliable financial statements, especially financial instruments, the only evaluation that 
captures the derivatives; 
  it provides greater accounting objectivity and neutrality because it appeals to market information, external to 
the entity, thus neutral. 
  it allows better comparability of the assets, particularly of the financial instruments because they are converted 
into actual values, regardless of the initial date of their registration in the accounts. 
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 it enables a “more economic” vision of the assets and the capital attracted by the entity, being oriented towards 
forecasting. 
  it provides better information and comparison on the current and future performance of the entity as it 
comprises a current information, offered by the market which facilitates comparability of the information. 
  it reduces the difference between the accounting value and the stock value for listed entities, it involves 
evaluating all or most of the elements of financial statements at amounts based on the capital market 
information. 
 it has a more universal character than the historical cost. 
 Among the disadvantages of the fair value, we can enumerate the following: 
 it does not always provide reliable information because it is difficult to calculate by the staff entity without the 
contribution of an evaluation expert, especially in the case of unlisted entities for which the stock market does 
not give a clue. 
  its concrete determination requires many technical issues especially where the market value is not at hand and 
seeks specific evaluation methods based on the market predictions that are not directly observable, but also on 
financial problems, when the cost of obtaining the application of fair value can be raised. 
 it creates the possibility to use and include the results of some elements characterized by volatility, especially 
amid market instability that can also record regression periods. 
  it creates difficulties in determining distributable income, if we consider that the new values of the assets, 
equity and liabilities are potential, latent and volatile values. 
  it provides a short-term vision on the financial situation of the entity, as the obtained current values observe the 
existing information and circumstances at the date of the estimation, which may change shortly, after the 
evaluation and thus decrease of the market evaluation at fair value can cause failure criteria for capital 
maintenance.         
 The main criticism of the fair value model on the one hand refers to the conceptual aspect, making reference to 
the fact that the accounting practice was introduced without thorough theoretical reflection and without analyzing 
the consequences of a general evaluation of the assets, equity and debt by this principle, and on the other hand, to 
the technical aspect of the manner to which an estimation is based, as it is known that the estimates are by their 
subjective nature, especially if it is done for example due to the correlation of the evaluation with the precautionary 
principle in the case of the recognition of the impairment of assets, in which case it may encourage the trends of 
account embellishment on different levels of interest by the producers of financial statements. In fact, according to 
some authors, there are  many facets of fair value, according to which: ,,even if you can find advantages and 
disadvantages of fair value, it represents an alternative that best meets the characteristics of relevance, reliability, 
comparability and under standability’’ (Matiş D., & Bonaci C., 2009). ,,Thus, market prices, of which fair value is 
the most powerful representative, play an important role for smooth functioning of market economy’’ (Prochazka 
D., 2010).   
While the application of an evaluation basis leads to accurate and credible but irrelevant information, the 
implementation of other evaluation bases leads to relevant, but less credible information. For these reasons, the 
selection of the evaluation basis is a matter of compromise which depends on the economic and legal context, and 
on the purpose for which the evaluation is conducted (Ristea M., 2003).    
 
5. Indicators of the fair value normalization   
The compared analysis of the evaluation bases of assets and liabilities based on the entity's financial position is 
estimated, demonstrates on the one hand that they differ in terms of credibility and relevance to the users of the 
information presented in the financial statements, lacking general applicability, and, on the other hand, it is difficult 
for the accounting standards and setters to satisfy the interests of all users. At international level fair value 
measurement raises a number of issues due to the diversity and complexity of individual cases of the economic 
reality to be translated. Even if no basis of evaluation is absolutely satisfying, the European accounting rules were 
initially targeted without specifying historical cost and the fair value, they were later updated so that they could not 
exclude historical cost combined with other evaluation bases, or using alternatives, thus reproducing the spirit of 
international norms. According to the accounting regulations compliant with the European Directives, economic 
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entities in Romania apply, in the individual financial statements, evaluation bases within which fair value is used 
only in small measure because we chose to combine multiple evaluation bases, allowing thus to select choose 
between an evaluation system or another. 
Lately, in the globalized financial markets and the globalization of national economies, although there is 
reluctance from many specialists in the field of financial accounting, historical cost as a basis of evaluation, on 
which general accounting systems are consolidated, can no longer provide a universal framework for evaluation, 
which is why other evaluation bases were added. We are currently campaigning worldwide for a modern accounting 
system having the goal to present the financial statements in accordance with the same accounting referential, to 
facilitate their comparison. In this context, one of the details of this process is to increase the strength of the concept 
of fair value, tendency which is manifested at the level of regional and national accounting standards to develop the 
international accounting standards essentially, to make room for the evolution of the content of the international 
accounting standards (Deaconu A., 2009). Although the fair value measurement was not a specific priority in the 
international accounting referential of IASB, which did not issue a rule exclusively dedicated to fair value, 
supporting fair value was made gradually to include in the accounting standards the option or the obligation of 
evaluating a growing number of items at fair value. In this regard, starting with 1998, with the advent of IAS 32 and 
IAS 39, at least in terms of financial instruments, they were expected to be generally evaluated at fair value because 
it is primarily assimilated with the market price. Continuing with the changes brought by IAS 16, IAS 36, IAS 40, 
IFRS 2, which require the use of fair value without detailing how to obtain it, IASB has moved in the direction of 
fair value by increasingly using fair value. 
This step has supported the companies listed on international capital markets, for which it is absolutely necessary 
to present the annual financial statements according to an international accounting referential. Although they cannot 
fully meet the needs of all users of the two major international bodies IASB and FASB, using the elaborated rules 
proved to promote fair value, which require and recommend using fair value as the measurement basis for the 
elements of financial statements set up by the economic entities, thus supporting the investors' interests. In 2011 the 
IASB issued IFRS 13 Fair value measurement, which establishes a single definition of fair value and a single 
framework for measuring the fair value and provides detailed instructions on the fair value measurement of financial 
both of the financial assets and liabilities, and the non-financial ones. This standard applies where another IAS / 
IFRS requires or permits fair value measurements or information disclosures about fair value measurements. The 
standard is applicable starting with January 1, 2013 and earlier application is permitted. IFRS 13 does not introduce 
new requirements for fair value measurements of assets or liabilities, nor eliminate the exemptions that currently 
exist in different standards. The standard is accompanied by an annex which sets out amendments to other IAS / 
IFRS, as a consequence of its publication.  
According to IFRS 13 fair value is a measurement related to the entity's market, so for the evaluation of some 
assets or liabilities there may be available baseline information or transactions observable on the market, but for 
other assets and liabilities there may not be transactions or information observable on markets. However, the 
objective of fair value measurements is the same in both cases - to estimate the price at which a common transaction 
would take place for the sale of an asset or transfer a liability, using another evaluation technique which uses the 
most relevant observable inputs and minimize the use of unobservable inputs. Because fair value is a market-based 
evaluation it shall be carried out using the assumptions that the market participants would use to determine the value 
of an asset or liability, including assumptions about risk. Therefore, when evaluating the fair value, the entity's 
intention  is not relevant to hold an asset or to settle or pay a debt in any way (IASB-IFRS 13., 2011).  
 
 Conclusions 
 
Although it is known that the value of the items presented in the financial statements is a key aspect, being more 
dependent on more evaluation systems, some based on estimations meant to communicate and reproduce the exact 
reality of the entity. Problems arise when the estimation of the evaluation should be made at market value in the 
event of a market in periods of growth or decline, or in the absence of an active market, situations involving 
professional judgment and the possibility of manipulation by the person making the necessary estimates, especially 
when the conceptual frameworks do not specify rigorous statements and selection and application criteria of the 
options. 
312   Ene George Sebastian et al. /  Procedia Economics and Finance  8 ( 2014 )  306 – 312 
 Although the historical cost is the basis of an objective and verifiable evaluation, its use is not justified for the 
evaluation in various situations of all elements in the financial statements, and such information does not always 
reflect an accurate fair view of the entity. Under these circumstances, with regard to the consequences of the 
financial crisis and the increasing need for information, we believe that the need for information about the 
performance and robustness of economic entities in general and financial banking institutions in particular, 
determine a change of the communication strategy resulted in a more careful evaluation of the potential risks 
incurred when calling one or another model of evaluation and presentation of all categories of users of the 
accounting information in a timely manner. To accommodate with the more diversified evaluation needs, and in 
accordance with the diversity and timeliness of transactions, international accounting standard setters have 
renounced gradually at historical cost evaluation and the application of prudence principle, turning their attention to 
a fair value measurement, encouraging its usage by including it in the accounting standards of the option or the 
obligation to evaluate a growing number of elements at fair value. Despite its undeniable advantages over historical 
cost, during the modernization and diversification of transactions in capital markets, the global financial crisis and 
its effects in recent years has induced a loss of confidence in the evaluation systems applied without rigorous 
oversight, which makes  fair value unlikely to be applied in the accounting system by itself, being increasingly likely 
that both evaluation bases to be used in the accounting evaluation according to circumstances, and in accordance 
with the applicable accounting referential. 
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